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Send Us Your News! 
 
Change jobs? Get promoted? 
We want to hear from you!  
Stay connected with DRMI by 
sending us your news and 
making sure we have your 
current e-mail address.  When a 
new newsletter becomes available, we’ll send 
you an email with a newsletter link so you can 
keep in touch with your classmates and stay 
informed as to the latest with DRMI. Send your 





Comments from Dr. C.J. LaCivita, Executive 
Director, DRMI 
 
From PPBS to PPBE: The 
evolution of a system 
 
Since the early 1960s, the 
United States Department of 
Defense (DoD) has used the 
Planning, Programming and 
Budgeting System (PPBS) as 
its top-level resources 
management system.  One of 
the desirable characteristics of such a system is 
that it be flexible enough to accommodate differ-
ent management styles.  With a new Secretary 
of Defense (SECDEF) sure to come into office 
next year, no matter who wins the next presiden-
tial election, it is of interest to see how well the 
PPBS has adapted to the style of various  
SECDEFs. 
(See “C.J.’s Corner” on page 2.) 
Feature Article 
 
The National Security Personnel System – 
Linking Pay to Performance 
(Part I), by Dr. Diana Angelis 
 
Note:  This article is part of a 
two-part series dealing with 
NSPS.  Part I will introduce 
the reader to NSPS and 
explain how it works.  Part II 
will discuss the implications 
of NSPS to personnel 
management in terms of 
costs, incentives, and other 
issues. 
 
What is NSPS? 
 
The United States Department of Defense (DoD) 
developed the National Security Personnel Sys-
tem (NSPS) to more flexibly and competitively 
manage civilian personnel.  It will replace the 
current seniority-based General Schedule (GS) 
system with a system designed to compensate 
and reward employees based on performance 
and contribution to the mission.   
 
National Defense Authorization Act for Fiscal 
Year 2004 (NDAA FY04), Public Law 108-136 
(November 24, 2003) authorized the legal 
framework for NSPS.  After approximately two 
years of development and coordination, the DoD 
and the Office of Personnel Management (OPM) 
published the final regulations in November 
2005. The DoD is executing the NSPS in spirals 
and implementation should be fully completed 
by the end of 2009.  Spirals cover successive 
groups of employees and organizations under 
DoD. 
 
The DoD developed the NSPS to provide a 
more agile and responsive civilian workforce that 
can be more easily sized, shaped and deployed 
to meet mission requirements.  This will be 
achieved by emphasizing mission-oriented per-
formance, rather than seniority, when making 
personnel decisions.  DoD designed the system 
centrally, but local level managers determine 
reward decisions.  While aggregate increases in 
civilian payroll will conform to Office of  (See 
“NSPS” on page 13.) 
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C.J.’s Corner (Continued from page 1.) 
 
Robert McNamara installed the PPBS in the 
DoD to establish the Secretary of Defense’s 
control over the Department.  An active decision 
maker, McNamara wanted to make decisions 
based on data and analysis.  The major innova-
tions of the system were the use of an output-
oriented classification system called the program 
structure, the development of a rolling five-year 
defense program (FYDP) that showed the total 
annual cost for each element in the program 
structure, the use of program memoranda to 
frame issues and document decisions, and the 
use of analytic capability to aid in decision mak-
ing.  In this system, planning was a continuous 
activity.  The Office of Systems Analysis (now 
Program Analysis and Evaluation) analyzed is-
sues uncovered during planning and prepared 
Draft Presidential Memoranda (DPM), which 
became the basis for SECDEF decisions.  
SECDEF decisions were recorded in the FYDP 
and then translated into budget categories by 
appropriation.  The military services did not 
make annual budget submissions, but could 
propose a new system at any time by submitting 
a Program Change Proposal (PCP).  
 
When Melvin Laird became the Secretary of De-
fense in 1969, he completely revamped the 
PPBS.  A former Congressman, Laird preferred 
to make decision by consensus and changed 
the system to suit his style.  Under McNamara, 
planning-programming-budgeting was an itera-
tive process.  That is, we iterate back and forth 
among planning, programming and budgeting 
using systems analysis to determine the best 
mix of forces.  Under Laird, it became a sequen-
tial process performed annually.  First, we plan, 
then we program, then we budget.  Laird also 
took the programming function from the Office of 
the Secretary of Defense and gave it to the mili-
tary services.   The services put forward their 
programs in annual submissions called Program 
Objective Memoranda (POM).  Laird also insti-
tuted a program review process to facilitate de-
cisions.  In this revised PPBS, planning by the 
Joint Chiefs of Staff became separated from 
PPBS planning and programming.  
 
In 1977, Secretary of Defense Harold Brown 
took office and made changes to the PPBS that 
narrowed the span of control and sharpened 
decision-making.  He instituted a consolidated 
guidance that gave the military services manda-
tory guidance on programmatic issues based on 
analyses prepared by PA&E.  The guidance also 
greatly reduced the freedom in programming 
that the services had enjoyed under Laird. 
 
The Reagan defense build-up of the first half of 
the 1980s dominated DoD decision making.  
The major problem was not determining how to 
allocate scarce resources among competing 
needs, but rather how to spend all the money 
the build-up made available.  Accordingly, Sec-
retary of Defense Caspar Weinberger increased 
the role of the military services in the PPBS, 
most notably by eliminating the mandatory por-
tions of the guidance he issued.  This, with the 
increase in funding, allowed the services to fund 
almost everything they desired. 
 
By the late 1980s, the Cold War was over, and 
the defense budget was in decline.  Secretary of 
Defense Dick Cheney, who was SECDEF 1989-
1993, presided over a 25% reduction in the size 
of the DoD.  In addition, he led an effort to con-
solidate support functions under the control of 
the Office of the Secretary of Defense.  The 
PPBS was little used to make the force reduc-
tions or the consolidations. 
 
From 1993-2001, reductions in the defense 
budget and in the size of the forces continued 
under three Secretaries of Defense.  The first, 
Les Aspin, conducted a Bottom-Up Review 
(BUR) to determine the size and structure of the 
force reductions.  The Congress liked the BUR 
and institutionalized it by requiring the SECDEF 
to conduct a strategic review, now know as the 
Quadrennial Defense Review (QDR), at the be-
ginning of each new presidential administration.  
Major program decisions were made in the 
BUR/QDR process. 
 
The PPBS underwent a major renaissance un-
der Secretary Donald Rumsfeld, who was 
SECDEF from 2001 to 2006.  His intent was to 
revamp the system to spend less time in the 
programming and budgeting phases and more 
time in planning and monitoring execution.  To 
this end, he implemented a two-year budgeting 
system.  The services now submit a two-year 
budget.  They do not submit POMs or budgets 
for the second year, but instead use the second 
year to focus on execution and program per-
formance.  Rumsfeld also revamped the guid-
ance the services receive to be more specific 
and to limit their freedom in programming.  To 
emphasize these changes, he renamed the 
PPBS the Planning, Programming, Budgeting 
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and Execution process (PPBE).  He also com-
bined the program and budget reviews so that 
decisions make in the programming phase were 
not overturned in the budgeting phase.  This had 
been a major problem in the 1990s. 
 
As we have seen, the PPBS has been a re-
markably flexible system.  It has allowed various 
secretaries to centralize or decentralize the de-
cision-making authority within the U.S. DoD in 
accordance with their management styles.  It will 
be interesting to see what type of manager the 
next SECDEF is and what changes he or she 
makes to the DoD top-level resources allocation 




Hitch, Charles J. (1965). Decision-Making for  




Colombia MIDMC, by Dr. Diana Angelis  
 
Dr. Diana Angelis, Dr. Natalie Webb, LtCol Chris 
Page, and Senior Lecturer Al Polley conducted 
the eighth Mobile International Defense Man-
agement Course (MIDMC) in Colombia since 
1994.  DRMI faculty presented the course at the 
“Casa de Ingenieros” (a Colombian Army facility) 




Colombian MIDMC participants diligently listen to a lecture 
 
There were 31 participants from the Ministry of 
Defense and the National Police.  The military 
officers were from various staff sections within 
the ministry and general staff as well as officers 
from army, navy and air force organizations.  
The civilians represented a variety of functions 
within the ministry including finance, special pro-
jects and studies, internal control, and planning 




LtCol Chris Page leads his group in discussion 
 
Participants enthusiastically discussed the appli-
cation of course topics to their work.  They noted 
that threats posed by the drug traffickers, insur-
gents, and paramilitary place heavy demands on 
the government and armed forces of Colombia 
and create a great deal of operational and stra-
tegic uncertainty.  The Ministerio de Defensa 
Nacional (Ministry of National Defense) is cur-
rently analyzing how it will take over the funding 
of programs initiated under “Plan Colombia” and 
participants found the course particularly useful 




Colombian MIDMC participants hard at work in their discus-
sion group 
 
Ms. Marcela Forero of the MILGP coordinated 
the pre-course arrangements and selection of 
participants.  LTC Marcos Perdomo, Assistant 
for Training in the Colombian General Staff and 
Mr. Juan Perez, training officer for the MILGP, 
presented the opening remarks for the course 
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and passed out the graduation certificates at the 
closing ceremony.   
 
Sierra Leone MIDMC, by Senior Lecturer 
Stephen Hurst  
 
DRMI conducted its third Mo-
bile International Defense 
Management Course 
(MIDMC) 4-15 February in 
Freetown, Sierra Leone at the 
Solar Hotel.  The DRMI 
faculty team consisted of LTC 
Mark Hladky, USA, Senior 
Lecturer Stephen Hurst 
(course coordinator) and 
Lecturer Luis Morales. The course’s main objec-
tive was to share economic and management 
tools and concepts to support effective planning, 
and efficient allocation of scarce public re-
sources.  The class consisted of 26 participants 
from the Republic of Sierra Leone Armed Forces 
(RSLAF), National Police, Ministry of Defense, 
Office of National Security, prison systems, and 
Ministry of Finance.  The class included junior, 
mid-level and senior officers from different re-
gions and functional areas within the national 
security establishment of Sierra Leone.  The 
variety of backgrounds and ranks resulted in 
extremely dynamic small group discussions and 
enhanced the exchange of views, ideas, and 
network building among this group of current 
and future leaders.  The interaction among par-
ticipants was outstanding and DRMI granted 




Sierra Leone MIDMC class photo 
 
U.S. Ambassador Ms. June Carter Perry opened 
the course.  Her remarks focused on the impor-
tance of better managing Sierra Leone's limited 
defense resources.  She told the participants 
they had been entrusted with the nation's most 
valuable resources, and that this course would 
better prepare them for that task.  Ms. Perry, 
Brigadier General AC Nelson-Williams, Deputy 
Chief of the Defense Staff and Lt Col Leslie M. 
Bryant, USAF, Defense Attaché, attended the 
closing ceremonies and participated in the pres-
entation of the certificates to the participants.  
BGen Nelson-Williams delivered the closing re-
marks. 
 
DRMI concludes Multi-Criteria Decision Mak-
ing Course, by Dr. Anke Richter 
 
CDR Ferdinand Irizarry of the 
95th Civil Affairs Brigade 
(Airborne) requested that 
DRMI conduct a Multi-Criteria 
Decision Making (MCDM) 
course for CA civil affairs 
personnel. The CA-specific 
MCDM took place from 4-15 
February 2008 in Monterey, 
CA.  DRMI’s main objective in 
the MCDM was to develop, in detail, methods to 
formulate, to structure, and to solve decision 
problems, incorporating multiple different objec-
tives and multiple decision criteria.   This course 
provided an in-depth exploration of this topic, 
which DRMI only briefly covers in its standard 
course series. The course focused on analytical 
techniques to assist CA officers in making deci-
sions among competing alternatives in an envi-
ronment characterized by insecurity, poor infra-
structure, a lack of the rule of law, and other 
challenges CA units typically face in their stabili-
zation missions.  
 
 
MCDM course participants 
 
Using DRMI’s invented country of Drmecia, par-
ticipants in the course examined alternatives to 
stabilize and rebuild the province of Hrat in 
western Hinterland after the military regime in 
Hinterland collapsed due to a failing economy 
and political unrest.  The faculty team consisted 
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of Dr. Kent Wall, Dr. Robert McNab, Dr. James 
Morris, Senior Lecturer Don Bonsper, Senior 
Lecturer Allan Polley, Lecturer Joel Modisette 
and Dr. Anke Richter (course coordinator). The 
course was a great success and we look forward 
to presenting both the modified course and the 
regular course again.  DRMI is offering the gen-
eral MCDM course September 01 – 12, 2008. 
We would also be happy to present either 
course internationally on request.  Check the 
website for updates! 
 
IDMC 08-1 commences  
  
IDMC 08-1 began 4 February with an opening 
reception at the Quarterdeck lounge.  IDMC 08-
1 consists of 34 participants, representing 27 




IDMC 08-1 class photo 
 
The participants of IDMC 08-1 enjoyed six days 
in Washington, D.C. (11-16 March) with Dr. 
Anke Richter, Lecturer Luis Morales and Interna-
tional Activities Coordinators, Mary Jo 




IDMC 08-1 participants in Washington, D.C. 
 
Participants were able to see the city, take many 
photographs, and get briefings at the Pentagon, 
State Department, and Institute for Defense 
Analyses, and Capitol Hill. They will have a 
farewell party on April 14 for their community 




Lecturer Luis Morales poses with IDMC 08-1 course partici-
pants at the Korean Memorial 
 
DRMI concludes DRMC 08-1 
 
DRMC 08-1 commenced on 7 January with 25 
participants from eight countries. The course 








IDMC 08-1 Class notes 
 
The University of Tsukuba awarded Mr. Masa-
aki Kunigami, an Equipments-Systems Analyst 
for the Japanese MoD, a Ph.D. in Systems 
Management.  As of 25 March 2008, Mr. Kuni-
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SIDMC 07 Class notes 
 
Major General Eugenio (Lupo) Lupinacci (Ital-
ian Air Force) writes that, “Just few days ago I 
have been promoted to the rank of Brigadier 
General and this will be effective starting from 
next June. Maybe in the new rank I will be able 
to convince my Government to build a new 
coastal highway...” Congratulations Brigadier 
General Lupinacci! 
 
First Admiral Dato’ Jamil bin Osman, Malay-
sian Navy wrote that on 1 January 2008 he re-
ceived a promotion to Rear Admiral and as-
sumed a new job as the Chief of Staff of the Ma-
laysian Armed Forces Headquarters, which is a 
new set up.  Congratulations Rear Admiral bin 
Osman! 
 
In response to DRMI’s announcement asking 
former participants to vote for a faculty member 
to win an NPS teaching excellence award, Mr. 
Janko Steh (Slovenian MoD) writes, “It was not 
easy at all to select among highly professional 
and dedicated DRMI staff, in particular seeing 
them as they have to handle Drmecians.  I have 
used this opportunity to share your message 
with our Director General of the Defense Policy 
Directorate, Mr. Tadej Burgar, and some other 
very appreciated colleagues who I work with, 
and I believe will have need or interest to follow 
the website.” “Slovenia’s Drmecian” (as he re-
fers to himself) also writes that the current (six-
month term) president of the European Union 
Council is a Slovenian. 
 
IDMC 07-2 Class notes 
 
Major Flora Dako (Albanian Army) sent DRMI 
her greetings. 
 
LTC Marek S. Wachowiec (Polish Air Force) 
sent DRMI his greetings. 
 
DRMC 07-4 class notes 
 
LTC Udo Albrecht (German Armed Forces) 
sent DRMI his greetings. 
 
CDR Ken Struve (U.S. Navy Reservist) writes, 
“I’ll continue to promote the course every chance 
I get. It was a very enlightening and also enjoy-




DRMC 07-2 class notes 
 
Mr. Paul Schmidt of Headquarters, U.S. Air 
Force Material Command (HQ AFMC) Director-
ate of Engineering and Technical Command, 
Resources Division (ENR) has been corre-
sponding with DRMI. 
 
DRMC 07-1 Class notes 
 
Major Joaquin Maldonado (U.S. Army) writes 
that he is “currently in Afghanistan working with 
the National Police logistics command and joint 
forces log command equipping the force. Even 
though the Afghan leadership is currently not in 
a position to take your course I will drop the hint, 
that when they are a little more developed and 
organized they should send someone to your 
course to gain further perspectives in budgeting, 
force structure and life cycle management of 
commodities to support the force.” 
 
IDMC 06-2 Class notes 
 
Colonel Enrique J. Tonazzi Dieterich, Argen-
tine Armed Forces Joint Staff, sends DRMI his 
greetings. 
 
DRMC 06-5 class notes 
 
Mr. Steve Chadwick, Deputy Operations officer, 
Joint Readiness Training Center (JRTC), Opera-
tions Group, U.S. Army Training and Doctrine 
Command (TRADOC) has been in touch with 
DRMI. 
 
SIDMC 06 Class notes  
 
Colonel Martin Sonderegger (General Staff, 
MoD, Switzerland) sends DRMI his greetings. 
 
IDMC 05-2 Class notes 
 
Colonel Dragan Zmajevic continues to work at 
Armed Forces, Bosnia and Herzegovina in Op-
erational Command as the Executive Officer, 
Deputy Commander (EXO DEPCOM) for Opera-
tions.  He writes that in February he participated 
in a European Security and Defense Policy 
(ESDP) Course – Module 1 in Tirana, Albania.  
During the course they had lectures from distin-
guished lecturers and worked in groups, which 
were a mixture of civilians and military officers 
from the MoD, ministries of security and minis-
tries of foreign affairs.  They had discussions on 
issues linked to ESDP and on influences to the 
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West Balkans region.  The course consisted of 
the following topics:  the development of ESDP 
within the European Union (EU); structure of 
ESDP; the role of EU institutions in ESDP; the 
European security strategy; civil-military ap-
proach to ESDP; the role of politico-military 
ESDP institutions; civil aspects on the fight 
against terrorism; police and judicial coopera-
tion; regional aspects of ESDP (how Africa and 
Asia view the ESDP and policing in the ESDP); 
EU agencies’ role in ESDP; the battle groups 
concept; the Early Warning - Early Action and 
Reform Treaty; and the place of South East 
Europe (SEE) in EU with regard to the regional 
view of ESS/ESDP.  
 
Module 2 takes place in Budva, Montenegro dur-
ing the first week in April and is focused on EU 
crisis management (structure, instruments and 
an overview of current and future EU missions).  
Module 2 will be organized in a similar format to 
Module 1, with discussions and group work.  
Module 3 marks the end of the ESDP course 
and takes place from 18 to 23 May in Brussels.  
Course participants will visit EU institution, which 




Colonel Dragan Zmajevic at the European Security and De-
fense Policy (ESDP) Course in Tirana, Albania 
 
IDMC 03-2 class notes 
 
Ms. Faten Kubba, MoD, Iraq has corresponded 
with DRMI.  
 
IDMC 02-1 Class notes 
 
Mr. Mario Augusto Saccone, Argentina, Coor-
dinator of Revenue Forecasting, Ministry of 
Economy, sent DRMI his greetings. 
 
Curriculum Development, Teaching 
News and Service 
 
Dr. Diana Angelis and LtCol Chris Page pre-
sent module on financial management 
 
Dr. Diana Angelis and LtCol 
Chris Page, USMC, presented 
a four-hour module on 
financial management for 
DoD human resource 
managers at the DoD Civilian 
Personnel Management Ser-
vice (CPMS) Executive 
Management Center, located 
in South Bridge, MA.  Topics 
included overview of federal budgeting, budget-
ing and personnel costs under the National Se-
curity Personnel System (NSPS) and managing 
working capital funds under NSPS.  LtCol Page 
and Dr. Angelis, along with Dr. C.J. LaCivita and 
Lecturer Luis Morales, developed the course.  
The CPMS funded both course development 
and teaching. 
 
Dr. Robert McNab and Senior Lecturer 
Stephen Hurst conduct Iraq site survey, by 
Dr. Robert McNab  
 
Dr. Robert McNab and Senior 
Lecturer Stephen Hurst 
conducted a site survey in 
Iraq at the request of Multi-
National Security Transition 
Coordination-Iraq (MNSTC-I) 
from 28 January to 31 
January 2008.  Dr. McNab 
and Mr. Hurst met with 
representatives of the Ministry 
of Defense (MoD), Ministry of Interior (MoI), Min-
istry of Planning and Development Cooperation 
(MoPDC), Department of State (DoS), United 
States Agency for International Development 
(USAID), and Iraq Transition Assistance Office 
(ITAO) during this period.  Dr. McNab and Mr. 
Hurst discussed issues related to resources 
management capacity development of the MoD, 
MoI, and MoPDC, to include strategic planning, 
the programmatic allocation of public resources, 
and budget execution and accountability.  DRMI 
is currently working with MCSTC-I to develop a 
program of technical assistance in the area of 
resource management to these ministries 
 
 





Dr. Robert McNab in Baghdad’s Green Zone 
 
Dr. Robert McNab discusses the economics 
of insurgencies and stability operations with 
Civil Affairs officers 
 
Dr. Robert McNab discussed the economics of 
insurgencies and stability operations with offi-
cers and NCOs of the 445th Civil Affairs Battal-
ion in March 2008.  The 445th CA BN is cur-
rently in the process of mobilizing for deploy-
ment.  Dr. McNab will provide reachback assis-
tance to the 445th CA BN in the area of eco-
nomic development during their deployment. 
 
Dr. Robert McNab helps develop Stability, 
Security and Development certification pro-
gram 
 
Dr. Robert McNab joined Dr. Karen Guttieri of 
the Center of Security and Globalization Effects 
(SAGE) of the Cebrowski Institute at the Naval 
Postgraduate in developing the Stability, Secu-
rity, and Development Certificate Program.  This 
new certificate program is designed to promote: 
(1) understanding of the nexus of security, de-
velopment, and stability in the global environ-
ment; (2) analytic methods for complex mis-
sions; and (3) awareness of the globalized envi-
ronment and its impact on military operations.  
Dr. McNab will lead the effort to develop the 
Analytical Methods component of the certificate 
program. 
 
Drs. Francois Melese and Alan Laverson co-
advise award-winning MBA thesis, by Dr. 
Francois Melese 
 
Drs. Francois Melese (DRMI) 
and Alan Laverson (Graduate 
School of Business and Public 
Policy (GSBPP), formerly of 
DRMI) co-advised an award-
winning GSBPP Master of 
Business Administration 
(MBA) thesis.  Captain V. 
Cole (USAF), Commander J. 
Cramer (USN) and First Lt. L. 
Hollingsworth (USAF) wrote a thesis entitled, 
"Solving the Principal-Agent Problem in Iraq: 
Economic Incentives Create a New Model for 
Security," which the Naval Postgraduate School 
selected for the Outstanding Thesis Award.  The 
thesis proposes a path for Iraqis to provide their 
own security by ensuring each Iraqi citizen has a 
stake in Iraq's oil wealth. Its hypothesis is that 
individual oil ownership provides dual incentives. 
First, it gives every Iraqi citizen an interest in 
contributing to the security of Iraq's oil infrastruc-
ture and in monitoring the quality of any oil in-
vestments, since they and their families would 
directly benefit.  Second, every Iraqi would have 
the ability to convert some of their ownership 
stake in Iraq's nonrenewable oil resources into 
renewable financial capital, motivating invest-
ments that would diversify Iraq's economy and 
contribute to economic development. The thesis 
explores advantages and disadvantages of pos-
sible alternative oil allocation mechanisms. 
These alternatives include the current Iraqi re-
gional oil distribution scheme; the Alaska Per-
manent Oil Fund; World Bank oversight of oil 
distribution in Chad; outright privatization as in 
the Czech Republic and Poland; and Norway's 
Government Pension Fund - Global. The thesis 
is available in PDF form (1,968 KB) at: 
http://bosun.nps.edu/uhtbin/hyperion-
image.exe/07Dec%5FCole%5FMBA.pdf or by 
emailing Dr. Melese: fmelse@nps.edu 
 
Dr. Anke Richter teaches courses on home-
land security, by Dr. Anke Richter 
 
During the fall quarter (18 October to 16 Janu-
ary) and winter quarter (13 December to 5 
March), Dr. Anke Richter co-taught a course 
entitled, “Special Topics in American Govern-
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ment for Homeland Security” in the Center for 
Homeland Defense and Security at the Naval 
Postgraduate School.  The fall course was in 
residence in Monterey, California and the winter 
course was in residence in Shepherdstown, 
West Virginia.  The two groups were very di-
verse.  The Monterey cohort was a mix of pri-
marily local and state, with some federal and 
military, homeland security leaders.  The Shep-
herdstown cohort was a mix of primarily federal 
and military, with some local and state, home-
land security leaders. The course covered is-
sues arising in current debates about homeland 
security, focusing on border, transportation and 
health security.  Common to these security risks 
is a need for an increase in the level of commu-
nity preparedness to meet prevention, mitigation 
and response objectives.  Within the course, Dr. 
Richter focused on public health preparedness 
and how it relates to border issues, local com-
munities and transportation issues. 
 
DRMI faculty develop new “Defense Market-
place” lecture, by Dr. Natalie Webb 
 
Drs. Diana Angelis and 
Natalie Webb and Senior 
Lecturer Larry Vaughan have 
recently developed a new 
lecture titled, "Defense 
Marketplace,” for use in the 
DRMC, IDMC and SIDMC. 
 The lecture combines 
information on market supply 
and demand in defense, 
defense acquisition, and government contract-
ing.  This lecture provides an overview of the 
many acquisition issues of relevance to defense 
resources management. 
 
Openings remain for DRMI's "Streamlining 
Government" course 19-23 May 
  
The Streamlining Government course still has 
openings for individuals interested in new con-
tracting tools and techniques, such as "competi-
tive sourcing" and "public-private partnerships." 
Monday features the course introduction and 
lectures entitled, “The Economics of Outsourc-
ing,” “Identifying Stakeholders, and their Goals & 
Objectives,” and “MoD Make-or-Buy Decisions.” 
 Tuesday includes lectures entitled, “Competitive 
Sourcing & Public-Private Partnerships,” “Pro-
duction and Transaction Cost Analysis,” “Meas-
uring Costs and Benefits” and “Cost-
Effectiveness Analysis.” Wednesday’s lectures 
“Managing Risk” and “Political, Legal, and Regu-
latory Issues” will be followed by a field trip in 
Monterey to visit a Public-Private Partnership for 
military housing. Thursday features a guest 
speaker and includes lectures entitled, “Con-
tracting Concepts, Tools & Techniques,” “Im-
plementation Issues” and “Lessons Learned.” 
Friday concludes the course with a lecture enti-
tled, “Developing Strategic Proposals” and a 
course review and summary.  
  
After each lecture, participants will have an op-
portunity to share their experience, discuss key 
concepts, tools, techniques and ideas from the 
lecture, and work on relevant case studies. The 
case studies include military hospitals and medi-
cal care; flight training; contracting for supplies 
and equipment; and military housing. During the 
final workshop on Friday, faculty will work di-
rectly with participants to help them develop 
strategic proposals. Participants can then return 
home with a concrete case study and proposal 
tailored to their circumstances, developed spe-
cifically for their own Ministry of Defense. 
  




DRMI faculty meet with Africa Command’s 
Col. Don Zimmer  
 
Col. Don Zimmer, U.S. Army, chief of the Secu-
rity Cooperation Programs Division, Directorate 
for Strategy, Plans, and Programs United States 
Africa Command (AFRICOM) visited NPS and 
gave a general briefing on the stand-up and op-
eration of the new AFRICOM.  The current 
commander and staff are not approaching this 
as a "cookie cutter" unified command, nor will 
they build standard institutions and relationships 
throughout the continent.  They plan to develop 
new relationships and institutions to work better 
with African countries.  Senior Lecturer Allan 
Polley met with Col. Zimmer to discuss the pos-
sibility of providing resources management edu-
cation in more parts of Africa.  In addition, Dr. 
Natalie Webb (with Senior Lecturer Alice Craw-
ford of GSBPP) met with Col. Zimmer to discuss 
the possibility of helping military assigned to 
AFRICOM with their relationships with nongov-
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DRMI faculty re-launch Professional Devel-
opment Seminar series 
 
The DRMI faculty recently re-launched a Profes-
sional Development Seminar (PDS) series. The 
main goal is to provide a forum for faculty to 
share any research, expertise, or experience 
that can enhance faculty’s general and specific 
knowledge related to DRMI’s teaching of de-
fense resources management. The PDS series 
is meant to provide the faculty an opportunity to 
exchange ideas, experience (including teaching 
approaches and techniques), to help faculty in 
their research, in their interactions with partici-
pants, in discussion and in developing lectures, 
and to continually improve DRMI faculty’s prod-
uct.  While the faculty will occasionally explore 
new problems and case studies, the primary 
emphasis will be on the conceptual and analyti-
cal development of relevant ideas, principles, 
and management tools and techniques that are 
illustrated in DRMI lectures, problems and case 
studies. The ultimate goal of the PDS program is 
to support DRMI's teaching and research mis-
sions. Please let DRMI know if there are any 
topics you recommend we discuss at our PDS. 
 
Staff and Faculty News 
 
Dr. Robert McNab editing symposium on per-
formance management  
 
Dr. Robert McNab is currently editing a sympo-
sium on performance management for the jour-
nal Public Finance and Management. 
 
Dr. Robert McNab referees journal 
 
Dr. Robert McNab served as a referee for the 
journal Hacienda Pública Española. 
 
DRMI bids International Activities Coordina-
tor Mary Jo McDonough farewell  
 
Mary Jo McDonough retired 
on March 31 after seven 
years of service as DRMI's 
International Activities 
Coordinator.  She looks 
forward to visiting all those 
places she has become 
familiar with due to the very 
special friendships she made 
with many of DRMI's 
participants . . . and then she and her husband 
will become community hosts! 
DRMI welcomes new International Activities 
Coordinator  
 
DRMI happily welcomed Mrs. 
Maria Morales on board in 
January 2008 as our new 
International Activities 
Coordinator.  Mrs. Morales 
has been working in civil 
service for 24 years in 
different branches of service 
(Army, Air Force, Navy, and 
the Veterans Affairs 
Administration). Her last assignment was at 
McDill Air Force Base, Tampa, Florida where 
she worked as the administrative officer for 
United States Special Operations Command, 
Center for Command Support, Director of Per-
sonnel.  As DRMI's International Activities Coor-
dinator, Mrs. Morales is responsible for providing 
international participants attending our courses 
with a broad overview of Monterey and the 
United States through trips, briefings, as well as 
from their association with members of the local 
community through DRMI’s Community Host 
Program. 
 
Conference Presentations and       
Research 
 
Drs. Jomana Amara and Robert McNab par-
ticipate in conflict transformation and stabili-
zation metrics review, by Dr. Jomana Amara 
 
Drs. Jomana Amara and 
Robert McNab participated in 
the West Coast review of the 
“Metrics Framework for 
Assessing Conflict 
Transformation and 
Stabilization” at the Naval 
Postgraduate School in 
Monterey, CA, January 14 - 
17, 2008. Measuring Progress 
in Conflict Environments (MPICE) is a collabora-
tive project by the United States Institute of 
Peace, the United States Army Corps of Engi-
neers, and the United States Army Peacekeep-
ing and Stability Operations Institute.  
 
A recent General Accountability Office report on 
military operations is one of many identifying the 
need for measures of effectiveness in stability 
operations, and a systematic approach to de-
velop those metrics. MPICE aims to provide a 
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baseline assessment tool for diagnosing stabili-
zation challenges and measuring progress from 
the point of intervention. The Office of the Secre-
tary of Defense (OSD), the U.S. Agency for In-
ternational Development (USAID) and the State 
Department Office of the Coordinator for Stabili-
zation and Reconstruction (S/CRS) sponsored 
the work.  
 
The framework focuses on drivers of violent con-
flict and instability and the capacity of indige-
nous institutions to address them in three con-
flict transformation stages: imposed stability 
(where active intervention is needed), assisted 
stability (where local actors and institutions de-
veloping sufficient capacity to reduce outside 
military and civilian intervention), and self-
sustaining peace (where indigenous institutions 
cope effectively on their own).  
 
Harvard and the University of Texas at Austin 
have previously conducted peer reviews of this 
document. 
 
Dr. Jomana Amara co-author’s book chapter 
 
Dr. Jomana Amara co-authored a chapter to a 
book titled, War’s Returning Wounded, Injured 
and Ill: A Handbook.  This book will serve three 
main audiences 1) It will help the thousands of 
recently disabled veterans to better understand 
their disabilities and their feelings and provide 
resources to help them gain resiliency; 2) It will 
provide guidance and resources for the family 
members and friends of veterans; and 3) It will 
provide information, resources and advice to 
those who want to help the veteran reintegrate 
back into civilian life. This book will directly help 
the veterans and the families, friends, and coun-
selors of the men and women who left behind 
parts of themselves on the battlefield as they 
kept the rest of Americans safe from terror. 
 
The chapter will describe the demographics of 
the current group of veterans, how this group 
differs from previous wars, and the potential 
costs (social, cultural, and economic) to this 
country for treating them and the potential costs 
of not treating the veterans’ disabilities. It will 
project how the demographics of veterans with 
disabilities will change in the near future and 
how these changes will affect the services that 
are provided to them, including a projection of 
what agencies and service providers will need to 
do to adapt to these changes. 
 
Dr. Robert McNab receives invitation to at-
tend transparency workshop  
 
The Geneva Centre for Security Policy (GCSP), 
the Geneva Centre for Democratic Control of 
Armed Forces (DCAF) and Transparency Inter-
national UK (TI-UK) extended an invitation to Dr. 
Robert McNab to attend an invitation-only work-
shop that they are organizing.  The workshop 
will take place from 5 to 7 May 2008 in Geneva 
and is entitled “Building transparency and reduc-
ing corruption related to defense establish-
ments.”  The open and frank discussions will be 
focused on the inter-government organizations 
and national foundations that have real interests 
in developing this area of expertise and promot-
ing best practice. 
 
Dr. Anke Richter and Mr. Sinan Khan present 
at Public Heath Preparedness Summit 2008 
 
At the Public Health Preparedness Summit 2008 
in Atlanta, GA, February 20-22, 2008, Dr. Anke 
Richter and her student, Mr. Sinan Khan, pre-
sented their research on choosing alternate 
modes of dispensing prophylactic oral medica-
tions within Los Angeles County for the Los An-
geles County Department of Public Health.  
Their session was entitled, “Multi - Attribute De-
cision Analysis in Public Health – Analyzing Ef-
fectiveness of Alternate Modes of Dispensing.”  
This practical application of multi criteria deci-
sion analysis helped the department of public 
health focus on the objectives that were most 
relevant to satisfying mandated Centers for Dis-
ease Control (CDC) distribution requirements. 
The analysis clearly showed one alternative 
(drive-through points of dispensing) to have little 
added benefit over traditional means of dispens-
ing and two other alternatives to be equally ef-
fective.  The Department of Public Health has 
since decided to pursue one of these alterna-
tives further. 
 
Mr. Khan received his Master’s degree in Secu-
rity Studies (Homeland Security and Defense) 
from the Naval Postgraduate School’s Center for 
Homeland Defense and Security (CHDS) in 
September 2007. Dr. Richter, along with Dr. 
Lauren Wollman (CHDS), co-advised Mr. Khan’s 
thesis, entitled “Multi attribute decision analysis 
in public health: Analyzing the effectiveness of 
alternate modes of dispensing.”  Mr. Khan also 
holds a Master’s in Public Health and works as a 
Research Analyst III for the Los Angeles Coun-
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try, Department of Public Health, Emergency 
Preparedness and Response Program.  
 
Dr. Anke Richter presents research at the 
Centers for Disease Control (CDC)  
 
The Centers for Disease Control (CDC) invited 
Dr. Richter to present her research to the Divi-
sion of HIV/AIDS Prevention (a part of the CDC) 
in Atlanta, Georgia, February 21, 2008.  Her 
presentation was entitled, "The "Costs" of Equity 
in HIV Prevention."  The presentation examined 
HIV resource allocation decisions among differ-
ent risk groups and examined the impact of in-
cluding equity considerations (the concept of a 
fair allocation) on the resource allocation and 
resulting infections that could be averted.  De-
pending on the population characteristics and 
reliability of the data, we can show that equity 
considerations do not always necessarily lead to 
a decrease in resource effectiveness. 
 
The Institute of Medicine requests presenta-
tion of Dr. Anke Richter and Mr. Sinan 
Khan’s research 
 
The Institute of Medicine requested that Dr. 
Anke Richter and her co-author and student, Mr. 
Sinan Khan, present their research at the sec-
ond meeting of the Committee on Antiviral Medi-
cation Strategies for an Influenza Pandemic.  
The Department of Health and Human Services 
National Vaccine Program Office requested the 
7 January 2008 committee meeting at which Mr. 
Khan made the presentation at the Keck Center 
of the National Academies in Washington, D.C.  
Established in 1970 under the charter of the Na-
tional Academy of Sciences, the Institute of 
Medicine provides independent, objective, evi-
dence-based advice to policymakers, health pro-
fessionals, the private sector, and the public. 
 
Mr. Khan received his Master’s degree in Secu-
rity Studies (Homeland Security and Defense) 
from the Naval Postgraduate School’s Center for 
Homeland Defense and Security (CHDS) in 
September 2007.  
 
Drs. Anke Richter and Natalie Webb assist 
Monterey County 
 
Drs. Anke Richter and Natalie Webb continue to 
do work for Monterey County, providing assis-
tance with planning, collecting, and evaluating 
data, and presenting report information for the 
Comprehensive Approaches to Sex Offender 
Management Grant (CASOM).  The U.S. De-
partment of Justice awarded this three-year 
grant to an alliance of county and city officials, 
police departments, and the court systems.  The 
primary goal of the grant is to design a new pro-
gram for processing and counseling juvenile sex 
offenders and other juveniles deemed at risk of 
committing a sexual offense.  Drs. Richter and 
Webb are working with the group to help de-
velop a database to track these cases, monitor 
their progress, and provide information for re-
ports on program effectiveness.  Dr. Richter de-
veloped and administered a questionnaire to 
clarify the outcomes, processes, and information 
needs of all partners in the group.  Dr. Webb 
presented a summary of this work at a commu-
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Another side of DRMI* 








NPS landscapers have done a beautiful job on the grounds 
surrounding the DRMI classroom 
 
NSPS (Continued from page 1) 
 
Management and Budget (OMB) fiscal guid-
ance, local organizations will have flexibility to 
manage pay within their budgets. 
 
What does it look like? 
 
The current GS pay system rewards longevity.  
It is organized into 15 grades with 10 steps in 
each grade level.  Typically, the system places 
new employees in the first step of the grade for 
which they are hired.  Position grade and steps 
determine pay.  Employees normally receive pay 
step increases automatically after satisfactorily 
serving a prescribed period (at one, two or 
three-year intervals).  Promotions are also 
based on longevity, meaning that employees 
can move up in grade level in a particular job, 
normally on an annual basis, until they reach the 
maximum level for that job. 
 
The first step to changing the personnel man-
agement system is to convert GS positions to 
the NSPS position classification architecture, 
which is made up of three related elements: ca-
reer groups, pay schedules, and pay bands.  
Pay bands fall under pay schedules and pay 




Employees who perform similar work and have 
similar career progressions belong to a career 
group. The four career groups are:  
 
• Standard Career Group  
• Scientific & Engineering Career Group  
• Medical Career Group  
• Investigative & Protective Services Career 
Group 
 
The vast majority (73%) of DoD’s 440,000 em-




Pay schedules combine similar types of work 
within a career group. Career groups and pay 
schedules define and categorize positions based 
on the nature of work performed, career pat-
terns, mission and job competencies.  For ex-
ample, each of the four career groups has a 
separate pay schedule for supervi-
sors/managers within that group.  Profes-
sional/analytical personnel within a career group 
and technician/support personnel within a group 




NSPS classifies positions into pay bands within 
pay schedules. A pay band covers one or more 
of the previously used GS grade levels.  The 
NSPS pay system establishes a pay range for 
each pay band, with a minimum and a maximum 
pay rate.  Pay bands do not include local market 
supplements (discussed below). 
 
Local Market Supplement 
 
Employees may receive a local market supple-
ment (LMS) in addition to base pay, which mar-
ket factors, including location, occupation, and 
specialization, determine.  Under the GS sys-
tem, certain employees receive locality pay 
based on local market conditions.  LMS not only 
adjusts for location but also for occupation and 
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specialization.  DoD reviews LMS on an annual 
basis for possible adjustments.  Employees are 
eligible to receive LMS increases only if they 
have a rating of “fair” or above, but LMS is not 
portable. 
 
How does it work? 
 
NSPS allows organizations to reward perform-
ance based on clear, mission-related objectives.  
This aligns work with organizational goals, a key 
component of performance management.  Em-
ployees receive pay increases based on results, 
not on longevity.  Under NSPS it is possible for 
employees to receive no pay increases if their 
performance is rated “unacceptable.”  This is a 
key difference between NSPS and the current 
GS system. 
 
Performance Management System 
 
The NSPS performance management system 
consists of two interrelated processes - the per-
formance management cycle and the pay pool 
process.  The performance management cycle 
consists of five phases:  
 
• Plan  
• Monitor 
• Develop  
• Rate  
• Reward 
 
The supervisor and employee establish job ex-
pectations based on job objectives (what to do) 
and contributing factors (how it is done).  Job 
objectives and contributing factors then deter-
mine employee rating.  The supervisor assigns a 
rating of 1 to 5 for each objective.  For each ob-
jective rating higher than 2, the supervisor can 
adjust the rating by + or – 1 based on the con-
tributing factors.  The average of the adjusted 
ratings (rounded to the nearest whole number) 
becomes the recommended rating. 
 
Pay Pool Process 
 
The pay pool process ensures that managers 
and supervisors apply evaluation standards eq-
uitably when rating their employees and that 
rewards provide incentives to the workforce.  
Pay pools consist of groups of employees who 
work in an organization and share funding for 
performance payouts.  Each employee can be a 
member of only one pay pool at a time.  Pay 
pools vary from 35 to over 300 members.  “Pay 
pool” also refers to the amount of funds avail-
able for performance payouts. 
 
The pay pool process consists of three phases: 
plan, prepare and pay.  The plan phase estab-
lishes the pay pool structure, time lines and ac-
tivities.  The prepare phase reviews perform-
ance plans, builds a shared understanding of 
performance levels, and fine-tunes skills, pay 
pool processes, and business rules.  Pay pool 
panels convene during the pay phase of the pay 
pool process.   
 
After rating officials provide recommendations 
on performance ratings and share allocations 
(see Figure 1), pay pool panels review these 
recommendations in consideration of the entire 
pay pool.  The panel may adjust ratings, share 
assignments, and payout distributions to ensure 
equity and consistency across the pay pool.  
The pay pool panel provides recommendations 
to the Performance Review Authority (PRA), 
which addresses consistency of performance 
management policies within a component, major 





Pay Pool Funding 
 
The money available for salary increases in the 
pay pool consists of the following elements:  
 
• Element 1 represents base pay funds that 
historically were spent on within-grade in-
creases, quality-step increases, and pro-
motions between GS grades that no 
longer exist in NSPS 
• Element 2 represents funds (if any) that 
remain available from the government-
wide general pay increase (GPI). 
• Element 3 represents funds historically 
spent on performance-based bonuses. 
Rating of Record   # of Shares    Eligible For*
 
5 - Role Model         5-6                  a, b & c 
4 - Exceeds Exp.        3-4         a, b & c 
3 - Valued Performer        1-2         a, b & c 
2 - Fair                    0                      b & c 
1 - Unacceptable           0                 no increases 
 
*Payout Category: 
 a = Performance-based pay 
 b = Pay band adjustments 
 c = Local market supplement (LMS) increases 
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Share value = Total dollars in pay pool fund ∑(base salary) x (# of shares) 
 
The funds associated with elements 1 and 2 are 
available for increases to base pay and bo-
nuses.  The funds associated with element 3 are 
only available for bonuses.  Organizations may 
supplement any of the elements if funding is 
available. 
 
The 2008 National Defense Authorization Act 
guarantees employees with a rating above un-
acceptable (2) no less than 60 percent of the 
government-wide pay increase (GPI) be allo-
cated to base pay.  Pay pool funding, paid out 
as performance-based salary increases, con-
sumes the remaining 40 percent of the GPI.  
The 2008 GPI for federal employees is 3.5%, of 
which 2.5% is an increase to base salary and 
1.0% is for locality pay/local market supplement 
adjustments.  Under NSPS, the GPI allocation is 
as follows:  
 
• Sixty percent of the base salary increase 
(or 1.5%) is applied to pay band adjust-
ments for employees who received a final 
rating of record of 2 or higher.  
• Forty percent of the base salary increase 
(or 1.0%) is allocated to Element 2 of pay 
pools and paid out as performance-based 
base salary increases to employees who 
received a final rating of record of 3 or 
higher.  
• Local market supplement adjustments are 
granted in the same manner and extent as 
GS locality pay for employees who re-





Under the pay pool process, performance pay 
can be a base salary increase, a one-time bo-
nus, or a combination of the two. The pay pool 
panel decides how the performance payout will 
be allocated between base salary increases and 
bonuses. Once the pay pool panel determines 
the employee’s ratings record, they calculate the 
performance payout based on the amount of 
money in the pay pool fund and the total number 
of shares allocated to employees. 
 
The share value is a function of the number of 
shares each employee in the pay pool receives 
and each employee’s base salary.  The value is 
stated as a percentage and is calculated as fol-
lows: 
 
Each employee receives a performance payout 





Depending on how the pay pool panel allocates 
the performance payout, an employee will get a 
portion as a base salary increase and a portion 
as a one-time bonus.  An employee’s salary can 
only be increased up to the pay band maximum 
and any remaining performance payout func-
tions as a bonus. 
 
Employee salary under NSPS consists of the 
worldwide base rate + LMS. The pay pool fund 
only includes performance-based payouts. Other 
aspects of employee compensation (such as 
promotions or reassignments) receive separate 
funding in mandatory accounts.  Supervisors 
may also use other appropriate funding sources 
to provide for other discretionary performance 
payouts, such as an Extraordinary Pay Increase 
(requires a rating of 5). 
 
Will it work? 
 
A major feature of NSPS is the use of job objec-
tives focused on results. Objectives should be 
designed to show how an individual’s perform-
ance could contribute to organizational goals.  In 
theory, linking employee performance to organ-
izational goals is a big step in the right direction.  
There will be implementation issues along the 
way, but the concept is valid.   
 
In the long term, DoD seeks to fundamentally 
change the way civilian personnel are rewarded, 
transforming from a system based on longevity 
to one based on performance.  By doing this, 
they hope to develop a more flexible and com-
petitive system for today’s defense environment. 
 
In the next newsletter issue (July 2008) Part II of 
this article will explore financial issues associ-
ated with the implementation of NSPS and other 
topics that should be considered in evaluating 
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The 2008 Defense Resources Management 
Course brochure is now available.  If you would 
like copies, please contact the Admin Office at 
831-656-2104 (DSN 756) or send e-mail to 
DrmiAdmin@nps.navy.mil
 
Future Mobile Courses 
 
Calendar Year 2008 
  
Dates Country 
21 APR – 25 APR Honduras 
02 JUN – 13 JUN Malaysia 
28 JUL – 01 AUG Kazakhstan 
10 AUG – 21 AUG Iraq 
18 AUG – 29 AUG Thailand 
08 SEP – 19 SEP Argentina 
03 NOV – 07 NOV Madagascar/Comoros 
 
 
Future Resident Courses 
 
 
Calendar Year 2008 
    
Dates Course Name Number Length 
(weeks)
    
21 APR – 15 MAY Defense Resources Management Course DRMC 08-2 4 
19 MAY – 23 MAY Streamlining Government through Out-
sourcing, Privatization and Public/Private 
Partnerships 
SGOP 08-1 1 
19 MAY – 13 JUN Defense Resources Management Course DRMC 08-3 4 
23 JUN – 18 JUL 39th Annual Senior International Defense 
Management Course 
SIDMC 08 4 
21 JUL – 14 AUG Defense Resources Management Course DRMC 08-4 4 
04 AUG – 15 AUG 
 
18 AUG – 29 AUG 
Base Realignment, Closure and Economic 
Redevelopment 







18 AUG – 12 SEP Defense Resources Management Course DRMC 08-5 4 
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15 SEP – 24 SEP Budget Preparation, Execution and         
Accountability 
BPEA 08-1 1.3 
22 SEP – 05 DEC International Defense Management Course* IDMC 08-2 11 
    
* This course convenes in one fiscal year and continues into the next fiscal year. 
 
 
For additional information on any of our resident courses 
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